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FOREWORD 


The Committee on Retirement Policy for Federal Personnel which 
was appointed pursuant to section 2 of Public Law 555, 82d Congress, 
submitted the fifth and final part of its report to Congress on June 
29, 1954. This 1,155-page report contains detailed analyses of all 
retirement and pension systems applicable to Federal civilian and 
military personnel, certain recommendations with respect thereto, and 
other pertinent data. 

Because of the size and the exceptionally broad scope of this report, 
the following summary has been prepared setting forth the principal 
recommendations of the Committee on Retirement Policy for Federal 
Personnel and related comments. The purpose of this summary is to 
provide the Members a brief outline of salient features of the full 
report for their ready reference. 


Tom Murray, Chairman. 
ur 














SUMMARY STATEMENT WITH RESPECT TO THE REPORT 
OF THE COMMITTEE ON RETIREMENT POLICY FOR 
FEDERAL PERSONNEL 


Part I. REcoMMENDATIONS—CIVIL-SERVICE RETIREMENT 


The principal recommendations of the Committee on Retirement 
Policy for Federal Personnel are— 

(1) Coordinate civil-service retirement (excluding legislative) with 
old-age and survivors insurance. 

Beginning with 1956 service, new Federal employees would be 
subject to the Social Security Act for the first 3 years of continuous 
service, and thereafter subject both to the social security and the 
amended Civil Service Retirement Acts. Present (pre-1956) civil- 
service retirement members would be subject to both, starting with 
1956 service. Employee contributions would be 3% percent of the 
first $4,200 of salary to the civil-service retirement fund, 2 percent 
on the first $4,200 to old-age and survivors insurance fund, and 
6 percent on all over $4,200 to the civil-service retirement fund. 
Annuities payable before age 65 remain the same as at present. 
Upon attainment of that age, or upon subsequent retirement, a new 
formula would be used if the annuitant is eligible for social-security 
benefits solely on the basis of his Federal service after 1955. 

No employee would receive less protection than he now receives. 
(Language of this savings clause has not yet been worked out.) There 
woula also be protective provisions to prevent any “‘windfall.”’ 

Time served by new employees under social security (the first 3 
years) would be creditable on civil-service retirement thereafter, but 
_ annuity would be subject to reduction for deficiencies in con- 
tributions as presently is provided by law. On death before retire- 
ment, regular social-security benefits would be payable. The widow 
with children under 18 would receive benefits until the youngest child 
reaches 18. When she reaches age 65, she would again become en- 
titled to social-security benefits, as would (for the first time) the 
widow without children. 

Civil-service survivor benefits would be modified in several respects. 
No annuities would be paid to children. The widow of an employee 
with 10 or more years of civilian service would receive an annuity 
commencing at her husband’s death, irrespective of whether minor 
children also survived. While she is under age 65, the amount of 
annuity would be the same as under present law. At age 65 it would 
be reduced, since she would then be eligible for social-security benefits. 

On death after retirement, regular social-security benefits would be 
payable. Civil-service benefits now payable to a widow under age 
50 with minor children would be eliminated. A widow would receive 
a civil-service annuity if her husband elected a reduced annuity at 
retirement; the reduction would be on an actuarially equivalent basis 
in lieu of the more liberal provisions of present law. 
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The report indicates that this is consistent with private business 
trends, and that it would bring the civil service retirement system 
more closely into alinement with its original purpose of providing for 
disabled and superannuated employees rather than a combination of 
annuities with a larger and larger area of ‘‘social insurance’’ such as 
survivorship benefits. 

This first recommendation is likely to be most controversial. 

(2) Finance the civil service retirement system by the so-called 
normal-plus-interest method. 

“Normal” costs (cost of annuities for services rendered currently 
during each year) would be “funded,” or paid into the retirement fund 
by the Government, and in addition thereto the Government also 
would deposit an amount representing interest on liability for past 
service which has not been financed. This would pay the Govern- 
ment’s share of current costs as it accrues, as well as a part (through 
the interest credits) of the liability for past service which was not 
paid for on a current basis. It would eliminate many disadvantages 
of other (and more extreme) methods of financing which have been 
advanced from time to time by various groups. 

The ‘“normal-plus-interest’’ method is the basis which has been 
used by the Civil Service Commission in its budget requests. 

The report indicates doubt that this “‘normal-plus-interest’”’ method 
could be achieved immediately because of the size of the appropriations 
needed. A proposed alternative is to start with a somewhat lesser 
amount, to be appropriated each year, representing a substantial 
oe of the currently accruing obligations plus interest on unfinanced 
iability for past service. Under this alternative progress toward the 
complete ‘“normal-plus-interest’’ method would be reviewed by 
Congress from time to time, to avoid building up a backlog in obliga- 
tions which the Government will have to meet in later years when the 
demands on funds are approaching the expected peak. 

In discussing this report Civil Service Commission representatives 
recommended that consideration be given to charging each depart- 
ment and agency its proportionate share of the cost of benefits under 
the retirement system. This in a sense is actually a cost of the 
department or agency doing business, and is in conformity with the 
General Accounting Office recommendation in many years past in 
connection with operation of Government corporations and business- 
type activities. 

(3) Compulsory retirement at age 70, even for employees with less 
than 15 years service. 

Civil Service Commission representatives have suggested considera- 
tion of changes in this compulsory retirement proposal, as follows: 

An employee entering the service after age 65 and who would not 
have a total of 5 years Federal service at age 70 would not contribute 
to the fund and would receive no annuity. However, if he would 
have 5 or more years of service upon reaching age 70, he would 
contribute and receive an annuity upon compulsory retirement at 
age 70. This would represent compulsory ‘separation’ at age 70 in 
the first case, rather than compulsory “‘retirement.”” The case of 
former Chicago Postmaster Creekin was cited as an example of possible 
abuse if this change is not made. 

There was also suggested an exploration of the possibility of a 
Government option for compulsory retirement—for example, when 
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it is determined by the department head to be for the good of the 
service—if an individual has at least 30 years of service and has 
attained age 60. The Commission probably will comment further 
on this at a later date. 

Commission representatives further suggested consideration of elim- 
inating section 1 (c) (involuntary separation) of the Retirement Act. 
This section was adopted as a wartime measure to protect people 

ainst sudden unemployment when they had no provision for unem- 
ployinent compensation, whereas unemployment compensation now 
is available to Federal employees. 

(4) Provide a “premium” annuity for employees retired for dis- 
ability after 10 years or more of service. 

The minimum disability annuity for a career employee would be 
40 percent of the 5-year average salary, but not more than the regular 
annuity he would have received (in accordance with sec. 4 (a) of the 
act) had he continued in the service until age 60. This “premium” 
annuity provision would cost about $20 million annually. 

It has been said that this change might invite excessive disability 
retirement claims, unless it were policed by medical examinations on 
a somewhat stricter basis than now are required. Presently, dis- 
ability annuities are granted only if the employee ‘“‘cannot perform 
the duties of his particular position.’’ Civil Service Commission rep- 
resentatives expressed the view that we should continue the present 
system for the usual disability retirements, but that additional safe- 
guards in the way of medical examinations would be required if we 
are to follow the recommendation of the Committee on Retirement 
Policy. This safeguard could be provided by a subsidiary disability 
clause allowing the “premium”’ disability retirement only for total 
disability as determined in accordance with standard insurance 
practices. 

(5) Permit refund of retirement deductions to any separated em- 
ployee regardless of years of service, unless he is eligible for an im- 
mediate annuity in which case he would be barred from taking the 
refund in lieu of such annuity. 

According to Civil Service Commission spokesmen this would save 
an indeterminate amount in costs of benefits but might have an 
‘adverse social effect’”’ in causing some of these separated employees 
to become public charges in the future. However, with respect to 
this ‘adverse social effect,” it is noted that old-age and survivors 
insurance now affords reasonably adequate protection. 

(6) Change present provisions relative to reemployment of annui- 
tants aged 60 and over as follows: 

(a) Eliminate the requirement that the agency head determine 
that such an annuitant has special qualifications; 

(6) Suspend, rather than continue, the annuity; and 

(c) Recompute the annuity (method not yet worked out) 
upon subsequent retirement if such annuitant is reemployed for 
1 year or more. 

(7) Give credit under the civil-service retirement system to an 
employee transferred from another contributory retirement system 
only when he deposits in the civil-service retirement fund any amount 
which he received in refunds from such other contributory system. 

(Nore.—An employee transferring from the TVA contributory 
retirement system to the civil-service retirement system, for example, 











4 RETIREMENT POLICY FOR FEDERAL PERSONNEL 


might, under this proposal, be required to pay more for a period of 
service not covered by the latter system than a civil-service employee 
would be required to pay for a similar noncovered period.) 

(8) Abolish the retirement system for civilian teachers at the 
Naval Academy and cover them under the Civil Service Retirement 
Act. According to advice from the Civil Service Commission these 
teachers have asked for such a change. 

(9) Include under the Civil Service Retirement Act members of 
the United States Park Police force, members of the White House 
Police force, and members of the Secret Service who have 10 years 
of service related to protection of the President. 

These employees, now covered under the retirement system for 
policemen and firemen of the District of Columbia, apparently have 
not been consulted to determine their wishes as to coverage under the 
Civil Service Retirement Act or continuance under their present re- 
tirement system. It has been suggested to the Civil Service Com- 
mission that their reactions be obtained so that the Committees on 
Post Office and Civil Service might know their personal preferences 
when and if this recommendation is considered in the 84th Congress. 


Part II. InrorMATION PurRSUANT TO SpEcIAL INSTRUCTIONS IN 
Section 2 (Bs) or Pusiic Law 555, 82p Coneress 


1. TYPES AND AMOUNTS OF VARIOUS FEDERAL RETIREMENT SYSTEMS 


(a) Highlights of selected Federal retirement systems follow: 
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(b) The report also includes comparative statements of retirement 
plans of representative private industries. 


2. SPECIAL BENEFIT PROVISIONS 


(a) Overseas personnel 

The two chief groups concerned are (i) foreign service officers and 

employees and (ii) Department of Defense employees overseas. 

onsular and diplomatic personnel of the State Department were 
not covered by the original Civil Service Retirement Act in 1920. 
The Foreign Service Act of 1946 now provides a retirement and dis- 
ability system for Foreign Service officers and for chiefs of mission 
with 20 or more years of service. According to the report this group 
includes only about 1,400 individuals out of about 5,600 United States 
citizen employees overseas under the State Department. 

In October 1953, about 181,000 (180,187 at March 31, 1954) civil- 
ians were employed overseas by the United States Government, of 
which 85,000 (83,226 at March 31, 1954) were United States citizens. 
They are employed in 100 foreign countries and 12 Territories and 

ossessions, by 29 Government departments and agencies. The 
leateel employer is the Department of Defense, which accounts for 
two-thirds of all these employees and 64 percent of those who are 
United States citizens. 

The State Department accounts for 8 percent of the employees, all 
in foreign areas, representing 16 percent of the United States citizens 
employed there. 

The Foreign Service retirement and disability system in some 
respects is more liberal than the civil service retirement system. The 
retirement benefit rate is 2 percent of average salary for the final 
5 years of service, multiplied by the number of years of service but not 
more than 30 years. The only other groups with comparable benefits 
are “investigative” and legislative employees and judges. 

Employees overseas also receive a number of other benefits, includ- 
ing living quarters or allowances, cost-of-living allowances where the 
cost of living is substantially higher than in the United States, trans- 
fer and separation allowances payable under certain circumstances 
(not by the Defense Department), additional compensation in 
“hardship” posts, representation allowances, and official residence 
allowances for chiefs of mission and other comparable officials in the 
Foreign Service. Foreign Service officers and employees constitute 
the principal class of beneficiaries. 

In 1951 the State Department proposed legislation to revise the 
Foreign Service retirement system, in accordance with recommenda- 
tions of the Hoover Commission, as follows: 

(A) Extend coverage to Foreign Service staff corps which is not 
presently covered, and 

(B) Bring the Foreign Service system more closely in line with the 
civil service retirement system by— 

(i) Increasing contribution rates from 5 percent to 6 percent; 

(ii) Conforming death and survivorship benefits; 

(iii) Reducing the interest rate on employee contributions 
from 4 percent to 3 percent; and 

(iv) Conforming payment of ‘excess of contributions over 
annuities’ more closely. to such payments under the civil service 
retirement system. 
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A report of the Civil Service Commission in 1951 recommended 
merger of the Foreign Service retirement system with the civil service 
retirement system and the extension to all overseas career employees 
of certain special provisions now applying only to Foreign Service 
officers. Under the Commission plan overseas career employees 
would have been given retirement privileges comparable to those 
now provided for ‘investigative’ employees under the extrahazard 
provisions of section 1 (d) of the Civil Service Retirement Act. 

The Bureau of the Budget reported that such consolidation would 
eliminate duplicate administrative costs, improve the financial basis 
for the Foreign Service system, provide for congressional and public 
review of Foreign Service retirement activities, facilitate movement of 
workers between certain Government agencies, and eliminate inequities 
among employees with parallel work histories and working conditions. 
(6) Hazardous occupations 

The Retirement Policy Committee report makes no specific recom- 
mendation with respect to retirement of employees engaged in so-called 
hazardous occupations. However, it does develop considerable infor- 
mation and puts forward suggested matters for consideration. 

According to the report, between 17,000 and 20,000 employees now 
are in positions qualifying as “‘investigative’’ positions entitled to spe- 
cial retirement benefits under section 1 (d) of the Civil Service Retire- 
ment Act. Most are in the Justice and Treasury Departments. 

Principal similar groups not presently entitled to this preferential 
retirement are noncustodial personnel of United States penitentiaries, 
post-office inspectors, customs inspectors, and immigrant inspectors. 

The report questions whether section 1 (d) of the Civil Service Re- 
tirement Act is evenly administered, whether other groups of em- 
ployees are also entitled to similar preferential treatment, and whether 
this is the proper method to attain the Government’s purpose. 

With respect to such purpose, queries are presented as follows: 

(A) Is this a problem of early retirement or of hazard pay? 

(B) Is section 1 (d) the answer to the personnel problems of the 
agencies concerned? 

(C) Can other parts of the retirement act be used to effect the pur- 
poses of section 1 (d), with or without modification? 

(D) Is this not, in fact, a disability problem? 

(E) Should the section be more liberally interpreted or are amend- 
ments necessary to take care of other similar groups of employees? 

The report cites an expression of views by the Civil Service Com- 
mission which it interprets as indicating opposition to the principle 
of special retirement provisions for special groups as discriminatory. 

The report on “hazardous occupations’ sets out four coauii 
alternatives, as follows: 

(A) Higher salary rather than preferential retirement benefits; 

(B) Adequate disability benefit provisions; 

(C) A point system giving extra weight for service in hazardous 
occupations, applied so as to either increase the benefits or reduce 

e and service requirements, or both; and 

(D) Transfer of ‘investigative’ employees to “noninvesti- 


gative’’ (or nonhazardous) positions in lieu of earlier retirement. 
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8. INTERRELATIONS OF RETIREMENT AND SOCIAL-SECURITY SYSTEMS; 
RELATIONSHIP TO COMPENSATION 


3. Interrelations of retirement and social-security systems; rela- 
tionship to compensation. 

The most significant recommendation of the Retirement Policy 
Committee report, set forth in paragraph (1) under part I above, 
deals with integration of the civil service retirement system and the 
social-security system. The report contains statistical and other 
information showing the interrelationship of a number of retirement 
systems and the civil-service system. Only the relationship between 
civil service retirement and old-age and survivor insurance (social 
security) is discussed herein. 

Social security covers the dependents of about 80 percent of the 
entire working population of the United States. About 80 percent 
also receive protection, under varying circumstances, from State or 
Federal workmen’s compensation systems (including the Federal 
Employees Compensation Act). About 30 percent of the working 

opulation receive benefits under veterans’ compensation and pension 
aws. About 30 percent also are covered under group insurance 
systems providing benefits equal to 1 year’s pay upon separation. 
The survivors of a deceased worker may receive. benefits from all of 
these 4 programs, or from 3, 2, 1, or none. 

Very few private retirement systems provide survivors benefits 
which extend beyond a full return of the employees’ contributions if 
the systems themselves are contributory systems. 

There is no uniformity among the Federal retirement systems so 
far as concerns providing survivor benefits. Some provide none at 
all, while others provide excellent survivor benefits. These employees 
in general have no social security unless they retain it under previous 
private employment. If payment is made under the Federal Employ- 
ees Compensation Act the Federal employee receives no survivor 
benefit under his retirement system. 

In summary, therefore, it may be said that there is no “relationship” 
or “interrelationship” between any Federal retirement system and 
the social-security system. It would be better described as a com- 
plete lack of any interrelationship because of the hodgepodge of indi- 
vidual laws and retirement systems which have grown up on the 
basis of piecemeal legislation and consideration of special groups 
without regard for what is done to the remaining Federal employee 
population. 

The recommendations in the report probably at best would onl 
partially cure this situation. The proposed “integration” of civil 
service retirement and social security would, however, affect a major 
share of the Federal employees whose retirement systems presently 
bear no relationship at all to social security. 

The report points out that the civil service retirement system is a 
staff retirement system, established by law, to provide retirement, 
disability, and survivorship protection for Federal career employees 
and thereby to attract and retain such employees and to facilitate 
their orderly withdrawal when they reach retirement age. It is a 
contributory system, and both contributions and benefits bear a 
direct relationship to the covered employees’ compensation. In this 
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regard, it is essentially an annuity system as distinguished from a 
“social insurance” program. 

Old-age and survivors insurance, on the other hand, is purely a 

“social insurance’”’ measure designed to provide basic security for the 
largest possible portion of the population and their families through 
insurance which replaces family income lost due to old age or death 
of the worker who is covered. The employee’s contribution is limited 
to a relatively small portion of income, and the gross amount con- 
tributed could not be said to bear any direct relationship to the 
compensation received by all employees or any individual employee. 
Similarly, benefits payable under social security are based primarily 
on social factors such as need, age, incapacity, and the like which 
enter into the determination of the amount of the payment each 
covered worker or his survivor will receive. It is also to be noted 
that many nonworkers (wives) receive fixed benefits although they 
themselves have not contributed anything at all. 


4. FUNDING 


Part IV of the Retirement Policy Committee’s report contains a 

= discussion of various methods of funding retirement plans, a 

mparison of funding of individual plans applicable to Federal 

emp oyees, and similar information regarding funding of certain 
private retirement plans. 

The Retirement Policy Committee’s recommendation on funding 
set forth in part I, paragraph 2 of this summary, above, represents 
the conclusion which that Committee reached after full discussion 
and elimination of other possible methods of funding. 
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